
Automotive industry outlook: Understanding work force programs
by Britton Lombardi, associate economist, and Martin Lavelle, associate economist

The Chicago Fed, along with the Cleveland Fed, Brookings Institution Metropolitan Policy 
Program, and the W. E. Upjohn Institute for Employment Research, held a conference 
on October 8–9, 2009, to explore the ongoing adjustments of the automotive work force 
and its communities. This article summarizes panels evaluating work force programs.
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Materials presented at the 
conference are available  
at www.chicagofed.org/ 
webpages/events/2009/ 
automotive_communities_and_ 
work_force_adjustment.cfm. 

InthisChicago Fed Letter,wesummarize
somediscussionsfromAutomotive
CommunitiesandWorkForce
Adjustment—aconferencehostedby
theChicagoFed’sDetroitBranchlate
lastyear.InapreviousChicago Fed Letter,
wecoveredthisconference’sopening
panel,whichexplainedthechallenging
conditionsfacingthebroadereconomy,
theautomotiveindustry,andtheindus-
try’sworkforceandcommunities.1Here
wefocusonpanelpresentationsthat
exploredfederalandstateworkforce
programsdesignedtoaidformerauto
workersandtheircommunities.Wealso
summarizepresentationsonworkforce
traininganddevelopment.

Aid and counseling after layoffs

MarianKrzyzowskiandLawrenceMolnar,
UniversityofMichigan,Institutefor
ResearchonLabor,Employment,and
theEconomy(IRLEE),describedthe
CommunityEconomicAdjustment
Program(CEAP),whichwascreatedthree
yearsagobytheU.S.Departmentof
Commerce’sEconomicDevelopment
Administration.CEAPconductedresearch
in23communitiesexperiencingeconom-
ichardshipbecauseofmajorautomotive
plantclosingsinMichigan,Ohio,Indiana,
andWisconsin.Theprogramfound50%
ofthecommunitiesexpressedacritical
needforhousingassistance,53%for
healthcare,and68%forgeneralsocial
services.Krzyzowskinotedthatforevery

onejoblost,fourpeople,onaverage,are
affected.Asaresult,thelocalareas’social
serviceproviderscomeundertremen-
dousstress.Krzyzowskirecommended
emergencyfederalfundingforlocalarea
socialserviceagenciesimpactedbyplant
closings;healsoarguedformoreaidto
programsspecificallyhelpingchildren
ofdislocatedworkers.

MarkGaffney,MichiganStateAFL–CIO
(AmericanFederationofLabor–Congress
ofIndustrialOrganizations),described
hisunion’sPeertoPeerProgram(run
byHumanResourcesDevelopmentInc.),
whichusesdesignatedpeers(whohave
beendisplacedthemselves)toadvisedis-
placedworkers.Thisprogramprovides
informationonalltheservicesavailable
totheunemployedinMichigan,includ-
ingjobsearchassistance,computerliter-
acyeducation,andfundingfortraining.
Theprogramattemptstocounselworkers
evenbeforetheyareletgo,andcontin-
uestoadvisethemwhiletheyseeknew
jobsorareintraining.

RickMcHugh,NationalEmployment
LawProject,arguedthatthefederalgov-
ernmentshouldbemoreproactive(rath-
erthanreactive)inimprovingworkforce
developmentandassistingautoworkers
facinglayoffs.Hewentoverfivebest
practicesthatshouldbepromotedor
expanded.Hefirstmentionedstates’
rapidresponseprogramsthatadvise
displacedworkersontheavailabilityof



Regions should support better education and more innovation 
in their economic development efforts.

socialservices.Next,McHughdiscussed
labormanagementcommitteesthatreg-
ularlyassessworkers’trainingneedsand
helpfilleducationalgaps.Inaddition,
likeGaffney,McHughpromotedpeer
networksthatusedislocatedworkersto
provideassistanceandadvicetoother
displacedworkers.Hethentalkedabout
incomesupportfortrainingthroughthe
federalgovernment’sTradeAdjustment
Assistance(TAA)programorunemploy-
mentinsurance.Finally,hediscussed
laborprogramoperators(LPOs)—
labor-runnonprofitsthatprovideservices
fordislocatedworkers.

Community colleges as retraining 
centers

DanielSullivan,FederalReserveBankof
Chicago,studiedtheeffectsofcommu-
nitycollegeasamethodofretraining
displacedworkers.Basedonhisprevious
researchwithco-authors,2Sullivanex-
plainedthatcommunitycollegetraining
provides“prettygood”returns,though
theyvarybytypeofcoursetakenandthe
worker’spriorskills,age,andgender.
Hesaidhisresearchshowsthatdisplaced
workerswhoenrolledinhealth-care-
relatedandtechnical/professional
coursesexperiencedgreaterlong-term
impactsonfutureearnings—i.e.,those
takingscience,technology,engineering,
andmath(collectivelyknownasSTEM)
courses.Ingeneral,olderworkers—par-
ticularlythosewhohaveworkedpre-
dominantlyinonefirmorindustryand
possesssignificantskillsdeficits—receive
fewerbenefitsfromretrainingatcom-
munitycollegesthandoyoungerworkers.
Sullivansaiddisplacedworkerswould
needroughlythreeyearsoffull-timestud-
iesatacommunitycollegetooffsettheir
earningslosses.However,mostdisplaced
workerstakejustafewclasses.

ConsistentwithSullivan’scomments,
LouisJacobson,CNA(CenterforNaval
Analyses),agreedthatthetypeofcommu-
nitycollegetrainingmatters.Heempha-
sizedthatcourseselectiongreatlyaffected
thereturnstoeducation—largelyin

agreementwithSullivanthathealth-care-
relatedandprofessionalcoursesoffered
thehighestreturnsintermsofincome.
However,Jacobsonexplainedthatmany
workersdonotchoosesuchcoursesbe-
causetheyareunawareoftheirhigher
returns.Atthesametime,community
collegeslacktheresourcesandincentives
toofferthesemorehigh-cost,high-return
courses.Tocorrectthesemisalignments,
Jacobsonrecommendedfundingcom-
munitycollegesbasedoncompletion
ratesratherthanenrollmentrates.More
fundingshouldbeprovidedforhigh-
returncoursesandprograms.Further,

Jacobsonsaidthatone-stopcareercenters,
fundedbylocalWorkforceInvestment
Actfunds,shouldprovidemorejobcoun-
selingandassessments,supplementing
advicefromcommunitycolleges.One-
stopscouldalsoguidetowardcommunity
collegesthosewhohaveahigherlikeli-
hoodofsuccessthere.

JimSawyer,MacombCommunityCollege
(locatednearDetroit),detailedtherole
thatcommunitycollegescanplayinpre-
paringdisplacedautoworkersforalterna-
tiveemployment.Hesaidthatcommunity
collegesshouldworkwithotheragencies
assistingdisplacedworkers,accumulate
feedbackfromemployersaboutemploy-
menttrendsandskillsneeds,andpro-
videstudentsupportservices.Bytracking
employmentopportunitiesandtrends
intheirregionsandofferingcourses
thatmatchthem,communitycolleges
couldhelptraintheirstudentsforvia-
blenewcareers.Forexample,Macomb
CommunityCollegehascollaborated
withmultiplefirmsandinstitutions
(bothprivateandpublic)toformulate
theMacombRenewableEnergyProgram
Initiatives,whichwillpreparestudents
forcareersin“green”industries.Sawyer
saidMacombhasalsocreatedanad-
vancedmanufacturingretrainingpro-
gramtoupdateworkers’skills;andithas
helpedretrainautodesignerstodopipe
design,inthehopesofbringingback
someengineeringjobstoMichigan.

Sectoral and regional work force 
development

JackLitzenberg,oftheCharlesStewart
MottFoundation,summarizedfindings
fromevaluations(fundedbyhisorgani-
zation)ofregionalskillsalliances—which
arequitesimilartosectoralworkforce
initiatives(discussedlater).Regionalskills
alliancesdeveloprelationshipsamong
regionalemployersandthelocalwork
forcedevelopmentsystemincludingcom-
munitycolleges,economicdevelopment
agencies,andtrainingprograms.These
allianceshelpregionalemployersdiscuss
andcommunicatewhatkindsofskillsthey
wouldliketheirpotentialemployeesto
have,therebyinfluencingthedesignof
workforceskillsprograms.Moreefficient
sharingofsector-specificinformationwith-
intheallianceanditscommunitiesallows
individualstobe(correctly)retrained
tomeetchangingemployerdemands.
Additionally,regionalskillsalliances
canhelpbringaboutjobretentionand
wageadvancementwithintheirsectors.

SheilaMaguire,Public/PrivateVentures,
alsosharedfindingsfromaMott-funded
evaluation,whichcoveredthreesec-
toralemploymentprograms:Wisconsin
RegionalTrainingPartnership,JVS(Jewish
VocationalService),andPerScholas.
Maguirestatedthatwithintwoyears,
programparticipantsexperiencedan
employmentrateof70%,versus60%for
thecontrolgroup.Programparticipants
alsoattainedsignificantearningsgains
relativetothecontrolgroup—about
$4,500moreperindividualoverthetwo
follow-upyears,withmostofthegains
cominginthesecondyear.Programpar-
ticipantswerealsomorelikelytoworkin
jobsthatofferedbenefits,suchashealth
insurance.Basedonherfindings,Maguire
recommendedthatemployersinvestin
industry-focusedjobtrainingoreventrain-
ingspecifictotheirneeds;moreover,
trainingshouldhaveaflexiblecurriculum,
incorporatinglocalknowledgeandex-
perienceandchangingemployerneeds.

MarciaBlack-Watson,Michigan
DepartmentofLaborandEconomic
Growth,discussedtheGreenJobs
Initiative,whichispartofMichigan’s
NoWorkerLeftBehindprogram.
Black-Watsonsaidthatbyherestimates,
Michigansupportsover100,000green
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Region-specific training programs can serve as catalysts for 
displaced workers to reenter the labor force.

jobs,representingjustabout3.4%ofits
overallprivateemployment.Approxi-
matelyhalfofMichigan’sgreenjobsfall
undertwocategoriesthathavefuture
growthpotential:cleantransportation
andfuels(41%)andrenewableenergy
production(9%).However,employers
indicatedthattheyhavedifficultyinfind-
ingworkerswiththeskillsneededfor
greenjobs,suchasSTEMskills.Forthe
greensector,Black-Watsonnotedthe
importanceofprovidingincumbent
workertraining,acceleratedtraining
programs,andmorehands-ontraining.
Black-Watsonexpressedhighhopesthat

Michigan’sstronggreensectorwillhelp
thestatediversifyitseconomyandretain
itsjobsbase.

MarkPartridge,OhioStateUniversity,
stronglyadvocatedregionalandsectoral
approachesthatfocusonlong-term
prosperity,notshort-termgains;healso
stressedthatoccupationalskillsthatcan
betransferredacrosssectorsshouldbe
taught.Inlinewithmostotherspeakers,
Partridgeagreedthatstatesandregions
musthavestrongworkforcetrainingpro-
gramstodevelopworkersandtoattract
growthindustries.However,hewarned
againsttailoringsuchtrainingprograms
toospecificallytodrawwhat’scurrently
consideredagrowthindustry.There-
fore,Partridgeadvisedregionstofocus
oncreatinganattractiveplacebysup-
portingaproductive,flexibleworkforce;
providingsolidinfrastructure;andrun-
ningasound,efficientgovernment.Such
fundamentalswillhelpdrawandkeep
industriesoverthelongterm,heargued.

Entrepreneurship 

StephenWandner,U.S.Departmentof
Labor,analyzedtwoexperimentsinpro-
motingentrepreneurship.Inthe1990s,
Massachusetts’self-employmentassistance
(SEA)program,inconjunctionwiththe
U.S.SmallBusinessAdministration,gave
programparticipantsself-employment
allowances,counseling,andtrainingin
returnforworkingfull-timeontheirown

newenterprises.TheMassachusettsex-
perimentfoundincreasedstart-upbusi-
nessratesandincreasedearnings(over
$5,940).Despitethisdemonstratedsuc-
cess,onlysevenstatescurrentlyhavetheir
ownSEAprograms,withfewerthan2,000
totalparticipantsperyear.Amorerecent
experiment,ProjectGATE,examined
whethertheSEAprogramcouldpromote
entrepreneurshipamongtheentirework
force,butearlyfindingssuggestonlythe
unemployedbenefited.Wandnercon-
jecturedthatdislocatedautoworkers
seemtobereasonablecandidatesforthe
SEAprograms,sincethey,onaverage,

havetransferableskills,goodcredit
histories,andstablefamilysituations.

FastTracprogramswereadvocatedby
MonicaDoss,oftheEwingMarion
KauffmanFoundation,fordisplacedauto
workerswhoareprospectiveentrepre-
neurs.FastTracprogramsservedisplaced
workerswhowanttostarttheirownbusi-
nessesandaidexistingentrepreneurs
challengedbycurrenteconomiccon-
ditions.Theyhelptheirclientsdevelop
businessplansandstrategies,aswellas
otherkeybusinessskills,throughclasses,
coachingsessions,andmentoringpro-
grams.Dossreportedthatinvestment
capitalforentrepreneurshasremained
scarce,butFastTracprogramscanstill
helpentrepreneursbuildupanetwork
ofcoaches,peers,andotherresources.

DarylWilliams,alsooftheEwingMarion
KauffmanFoundation,talkedabout
hisorganization’sUrbanEntrepreneur
Partnership(UEP)Detroitprogram,
whichservesminorityentrepreneurs.
Itispartofthelarger$100million
NewEconomyInitiativeforSoutheast
Michigan,whichaimstoreinvigoratethe
region’sstrugglingeconomy.UEPDetroit
assignscoachestoeveryentrepreneurfor
aperiodofsixtoninemonthsforone-
on-onecounselingandtrainingsessions.
Throughthisprogram,entrepreneurs
learnaboutprofitability,efficiency,and
workablesystemstohandlegrowthand
capitalinjections.Withtheircoaches,

entrepreneurscreateandevaluateper-
sonaldevelopmentplanstofindareasin
whichtoimproveaswelltolearnhowto
overcomechallengessuchasacquiring
capitalandgainingcontracts.Recently,
UEPDetroithasembarkedonathree-
yearprogramtotrain,coach,andmentor
150minority-ownedautosupplierfirms
tohelpthemdiversifytheirbusinesses
intogrowthsectors,includingaerospace
andalternativeenergy.

Regional differences in income growth

MarkSchweitzer,FederalReserveBankof
Cleveland,presentedhisresearchcon-
cerningpercapitaincomedifferences
amongstates.3States’incomeshavecon-
vergedbecauseofincreasedlaborand
capitalmobilityandtechnologydiffusion.
However,growth-theorymodelsshowthat
varyingprocessesinacquiringnewtech-
nologyaccountforremainingdifferences
instateincomegrowth.Inaddition,in-
comegrowthcanvarybecauseofstates’
differencesinhumancapitalinvestment;
taxesandinfrastructure;andresearchand
development.Schweitzerfoundincome
growthtobeafunctionofpastincome
levels,education,innovation(patentsper
capita),and,toalesserextent,industry
structure.Asthemodelsshow,investment
ineducationandinfrastructurelead-
ingtoself-generatinggrowthmakesa
differenceinastate’slong-rungrowth.
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Accordingly,Schweitzerconcludedthat
regionsshouldsupportbettereducation
andmoreinnovationintheireconomic
developmentefforts.

Future work force agendas 

BradWhitehead,FundforOurEconomic
Future(servingNortheastOhio),asserted
thebestwaytobolsteraregion’scom-
petitivenessisbyunitingthatregion’s
philanthropy.Thefundisaninformal
collaborationofphilanthropicorgani-
zationsandindividuals,andithasraised
morethan$60millionsince2004to
improveNortheastOhio’seconomy.
Whiteheadstatedthefundlooksfor
solutionsthatspurbusinessgrowthand
attraction;racialandeconomicinclusion;
governmentcollaborationandefficiency;
andtalentdevelopment.Whitehead
notedthattheareaoftalentdevelopment
hasbeenthemostchallenging.Asare-
sult,thefundhassetupanemployer-led
regionaltalentnetwork,whichincreases
workers’employabilitythroughtraining
thatmatchesfirms’needsasidentified
byemployersintheregion.Whitehead
saidthisnetworkwillneedtobetter
forecastup-and-comingjobsandthe
talentpooltofillthem.Italsoneedsto
determinehowtoscalebestpractices
fromhelpinghundredsofworkersinto
helpingthousands.

ProspectsforDetroitwerethefocusfor
DavidEgner,NewEconomyInitiative
forSoutheastMichigan.Egnersaidthat
Detroitneedstodrawmoreyoung,college-
educatedpeopletoworkandlivethere.

Currently,Detroithashalfasmanyindivid-
ualswhofitthisdemographicasChicago
andMinneapolis.AccordingtoEgner,
becauseoftheautoindustry’sdominance
overthepast70yearsinDetroit,there-
gion’sentrepreneurialspirithasbeensty-
mied.Egnerstressedtheimportanceof
developingacultureofcontinuallearn-
ingand“freeagents,”inwhichpeople
thinkofthemselvesasindependentwork-
ersratherthanjustpartofacorporation.
WhileSoutheastMichiganshouldhold
ontothehigher-wage,higher-skilled
autojobs,otherindustriesneedtobe
promotedaswell.

AndrewLevin,StateofMichigan,said
thatthecurrenteconomicsituationpro-
videsanopportunitytoanalyzepolicies.
AccordingtoLevin,ratherthanimple-
mentingincremental,short-termimprove-
mentsinworkforceadjustments,federal
andstategovernmentsshouldestablish
workforcepoliciesthatincentivizelife-
longlearning.Levinlaidoutfivepolicy
pointsthatshouldbenefitdisplacedand
transitioningworkers.First,Levinadvo-
catedextendingunemploymentinsurance
toindividualstrainingforin-demandjobs.
Next,hesuggestedgettingridoftrade
victimizationanditslinktosupportfunds,
suchasTAA,giventhestarkrealitiesof
globalization.Inaddition,Levinencour-
agedembeddinginworkforceassistance
programsbothadultbasiceducation(e.g.,
Englishasasecondlanguage)andin-
cumbentworkertraining,whichsupports
companiestohelpkeeptheiremployees.
Lastly,Levin,likeotherpresenters,agreed

thecommunitycollegeeducationsystem
andcultureshouldbetransformedto
promotelifelonglearningwhileexpand-
ingaccesstocoursesandonlineoptions.

Conclusion

Theconferenceinvestigatedtheviability
ofvariousworkforceprogramsandini-
tiatives.Conferencespeakersagreedthat
moreresearchandevaluationsmustbe
conductedtoidentifythebestmeansof
workforceassistanceandthebestprac-
ticestopromote.Also,mostparticipants
concurredthatregion-specifictraining
programscanserveascatalystsfordis-
placedworkerstoreenterthelaborforce
andreinvigoratetheircommunities.


